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FEDERAL ELECTION COMMISSION
999 E Street, N.W.

Washington, D.C. 20463 SENSITIVE

FIRST GENERAL COUNSEL'S REPORT

AUDIT REPORT: 07-01
DATE REFERRED: March 23, 2007
DATE ACTIVATED: May 1, 2007

1
EXPIRATION OF SOL: April 15, 2009

SOURCE: AUDIT REFERRAL

RESPONDENTS: Richard R. Morrison IV
Richard Morrison Congressional Committee and

Michael Gidley, in his official capacity as treasurer
Richard R. Morrison HI

RELEVANT STATUTES:
2U.S.C.§432(eX2)
2U.S.C.§434(aX6XA)
2U.S.C.§§434(bXlM5)
2U.S.C.§441a(aXlXA)
2U.S.C.§441a(f)

INTERNAL REPORTS CHECKED: Audit Documents
Disclosure Reports S

FEDERAL AGENCIES CHECKED: None &; ' .; •

K fi^3

L BACKGROUND ^ inSrja
^ 0

This matter was generated by a Commission audit pursuant to 2 U.S.C. § 438(6>of the

Richard Morrison Congressional Committee ("RMCC") covering the period September 30,

2003 through December 31, 2004. The Commission approved the Final Report of the Audit

»>• • • „ „ VM_n__ii.li_ ^ ^nt^n jin-il _rui VffjiHnK T5 ^/VW tl» Amlit- T>!mi!nixLn mmfmrr^ft til • fnllnminnDivision on March 7, 2UU7 and on March 23, zuu/, the Audit Division referred the following

Findings to this Office:
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1 • Finding 1: During calendar year 2004, RMCC understated receipts by a net
2 total of $130339, and understated disbursements by a net total of $86,258,
3 resulting in an understated cash balance of $45,341, in violation of 2 U.S.C.
4 §§ 434(bXlH5) (Attachment 1 at pp. 6-9).'
5
6 • Finding 2: Candidate Richard Morrison IV ("Morrison") made two loans to
7 RMCC of $15,000 each with funds provided by his parents, Richard Morrison
8 m and Sheri Morrison. (A chart prepared by the auditors showing the flow of
9 funds is included as Attachment 2.) As a result, RMCC knowingly accepted an

10 excessive contribution, in violation of 2 U.S.C. § 441a(f)2 (Attachment 1 at pp.
w 11 6,9-ii).3
tO 12vy 1Z

<X 13 • FlndlngS: RMCC failed to file 48-Hour Notices disclosing thirteen
CD 14 contributions totaling $31,750, in violation of 2 U.S.C. § 434(a)(6)(A)
<N 15 (Attachment 1 at pp. 6,15).4

J 16
Q 17 With respect to Finding 2, on October 8,2004, $100,000 was wired from an investment
O
•H 18 account of Morrison's parents to an account in the name of his father and aunt. On October

19 13,2004, these funds were wired from this account to a business account of Morrison's. On

20 October 29,2004 and November 1,2004, withdrawals of $15,000 each were made from

21 Morrison's business account and deposited in the RMCC's account. On November 16,2004,

22 RMCC repaid Morrison $30,000 and on November 18,2004, he transferred $100,000 to his

23 father.

1 2 U.S.C. SI 434(bXlH5) require that a political committee accurately: report its cash on hand; report
contributions, loam, and transfers received; identify the persons and other entities involved in those transactions;
report disbursements, loan repayments and transfers made; and identify the persons and other entities involved in
those transactions.

2 Moniion'i mote had madcap
not; therefore, the audit report essentially "credits" M()nison'sfaJherwim $2,000 of to
$28,000 remaining as the amount in violation.

3 The RMCC's failure to report the second $15^contributkmo^ ostensibly came from the
a» well as the failure to report the subsequent $30.000 disbursement to him are included in the understatements
of receipts and disbursements that form the basis of Finding l.mp/o.

4 These contributions include the unreported $15 W) October 29,2004 losii,j« footnote 3,
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1 RMCC first claimed that the loans were gifts from Mr. and Mrs. Morrison to the

2 candidate and were therefore his personal funds. Alternatively, RMCC claimed that the

3 $30,000 received by Morrison represented a short-term, interest-bearing loan from his father.

4 Although the Audit Division requested documents supporting the claim that the funds at issue

5 were Morrison's personal funds, RMCC declined to provide documentation sufficient to

Jjp 6 support this claim. See Attachment 1 at p. 11.
<=r
«T 7 Based on the Final Audit Report, which is also the Factual and Legal Analysis for
0)
™ 8 RMCC, see Attachment 1, and the analysis in the attached Factual and Legal Analyses for
<=T
O 9 Moirisonandhisfather, j« Attachment 3 and 4, we re^^
O
PH 10 find reason to believe that Richard Morrison Congressional Committee and Michael Gidley,

11 in his official capacity as treasurer, violated 2 U.S.C. §5 434(b)(l)-(5) by understating its

12 receipts, disbursements, and cash balances during calendar year 2004,2 U.S.C.

13 § 434(a)(6XA) by foiling to file 48-Hour Notices disclosing contributions totaling $31,750,

14 2 U.S.C. § 441a(f) by knowingly accepting an excessive contribution, and 2 U.S.C. § 434(b)

15 for failing to report the excessive contribution and subsequent loan repayment

16 In addition, because the candidate was an agent of RMCC who accepted the funds on

17 its behalf, see 2 U.S.C. § 432(eX2), we recommend that the Commission find reason to

18 believe that Richard R. Morrison IV violated 2 U.S.C. § 441a(f) by knowingly accepting an

19 excessive contribution. Finally, we recommend that the Commission find reason to believe

20 that Richard R. Morrison ffl, Morrison's father, violated 2 U.S.C. § 441a(a)(l)(A) by making

21
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1 an excessive contribution.5
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2. Find reason to believe that Richard Morrison Congressional Committee and
Michael Gidley, in his official capacity as treasurer, violated 2 U.S.C.
§§ 434(aX6XA), 434(bXlM5), and441a(f).

3. Find reason to believe that Richard R. Morrison IV violated 2 U.S.C. § 441a(f).

4. Find reason to believe that Richard R. Morrison m violated 2 U.S.C.
«441a(aXl)(A).

5. Approve as the Factual and Legal Analysis for Richard Morrison Congressional
Committee and Michael Gidley, in his official capacity as treasurer, the Report of
the Audit Division dated March 22, 2007.

6. Approve the Factual and Legal Analyses for Richard R. Morrison IV and Richard
R. Morrison m.

7.

9 Wehftvenotniaxleretson-to-believeraxxnmendjdonsutoS
is deceased. In AprU 2005. Morrison sem a message to supporters staling thsi he woukl not run fo
2006, due in part to his mother's havingb r. and, in February 2006, death
notices appeared far "Shed Morrison" in Texas publications. We do not recommend knowing and willful
findings at this tune because we do not have faifonnadon indicatuig a purposeful intern to vralate tte
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8. Approve the appropriate letters.
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Thomasenia P. Duncan
General Counsel

Ann Marie Terzaken VJ
Acting Associate General Counsel

\&fUcJ JL fa*****^
'Susan L LebeaiuT
Assistant General Counsel

.Lfi. 4fc

Attachments
1. Report of the Audit Division

Match 22, 2007
. Audit-prepared Chart snowi

RuthLHeitfzer /
Attorney

\ on Richard Morrison Conpmsnonal Committee dated

ng flow of Funds



FEDERAL ELECTION COMMISSION
Washington, DC 20463

March 22,2007

MEMORANDUM
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To:

Through:

From:

Robert W. Biersack
Press Officer

Margarita Maisonet
Chief Compliance Officer

/! 4/7
Joseph F.StoltzfnfX

Subject:

Assistant Staff
Audit Division

Public Issuance of the Audit Report on Richard Morrison Congressional
Committee

Attached please find a copy of the audit report and related documents on Richard
Morrison Congressional Committee, which was approved by the Commission on Match 7,
2007.

The report may be released to the public on March 22,2007.

Attachment as staled

cc: Office of General Counsel
Office of Public Disclosure
Reports Analysis Division
EEC Library

*/DSDD Website
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Report of the
Audit Division on the
Richard Morrison Congressional
Committee
September 30, 2003 - December 31, 2004

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a
appears not to have met
the threshold

for
compliance

with the Act1 The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act

Future Acti<
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters dJucussftd in this
report.

About the Campaign (p. 2)
Richard Morrison Gongreuional Committee (RMCC) is the
principal campaign committee for Richard Roberta Mbniaon IV.
Democratic candidate for the U.S. Home of Representatives from
the state of Texas, 22* district RMCC maintains its

rten in Kemah, Texas. For more information, see the
chart on the Campaign Organization, p.2.

Financial Activity (p. 2)

o Contributions from Individuals
o Contributions from Other Political

Committees

o Offsets to Operating Expenditures
o OtherRecdpts
o Total Receipts

o Operating Expenditures
o Repayment of Candidafc Loans
o Total Dii

$690,524

37/433
30,000
3,785
9.266

$771,008

$740,056
30,000

$770,056

Fiadiagi and (p. 3)
Misstatement of Financial Activity (Finding 1)
Receipt of Loans that Exceed Limits (Finding 2)
Disclosure of Disbursements (Finding 3)
Disclosure of Contributions (Finding 4)
Failure to File 48-Hour Notices (Finding 5)

1 21L&C.|43S(b).
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Parti
Background
Authority for Audit
This report ii baaed on an audit of the Richard Morrison Congressional Committee
(RMOC), undertaken by the Audit Division of the Federal Election Commission (the
Commission) in accordance with the Federal Election Campaign Act of 1971, as
amended (the Act). The Audit Division conducted the audit pursuant to 2 U.S.C.
§438(b), which permits the Commission to conduct audits and field investigations of any

^j political committee that is required to file a report under 2 U.S.C. $434. Prior to
fx. conducting any audit under this subsection, the Commission must perform an internal
^r review of reports filed by selected committees to determine if the reports filed by a
^ partfc"1g committee meet the threshold requirements for substantial compliance with the
^ Act. 2U.S.C.ft438(b).
oj
*T
^ Scope of Audit
O This audit examined:
O 1. The receipt of excessive contributions and loans.
•"* 2. The receipt of contributions from prohibited sources.

3. The disclosure of contributions received.
4. The disclosure of disbursements, debts and obligations.
5. The consistency between reported figures and bank records.
6. The completeness of records.
7. Other committee operations necessary to the review.

Limitation*
Although RMCC complied with the reconlkeeping requirements for disbursements,
invoices or receipts from the original vendor were not available for 55% of all
disbursements.2 Without third party documentation for these disbursements, the Audit
staff was unable to verify the following:

• prohibited contributions resulting from the application of 11CFR $ 116.3 -
extensions of credit by commercial vendors;

• excessive contributions resulting from the application of 11 CFR {116.5 -
advances by committee staff and other individuals;

• personal use of funds in a campaign account-11 CFR $113.1(g);
• reporting of debts and obligations- 2 U.S.C. |434{b); and
• disclosure of memo entries required for reimbursements to individuals- 2 U.S.C.

«434(b).

Records flof dMiwitiiiftiitt ID neon of S200 nut include a receipt or invoice fion the payee, or s.
cancelled chock or ehare draft to the payee, llCFR|102.9(bX2).



sr
o
o

Partn
Overview of Campaign

Campaign Organization

Important Datei 1
• Date of Registration
• Audit Coverage

Headquarter!

Bank Information
• Bank Depository
• BankAooount

Treasurer
• Treasurer When Audit Wat Conducted
• Treasurer During Period Covered by Audit

Management Information
• Attended FBC Oanipaign Finance Seminar
• Used Commonly Available Campaign

Management Softwaie Parflrag*.
• Who Handled Accounting and

RecordkeeDinff Tasks

RMCC
November 24, 2003
September 30, 2003 - December 31. 2004

Kernah, Texas

1
1 Checking Account

Michael GidTey
MfcMcl Qidley

No
Yes

Volunteer campuKn stsff

AUflKCCI 4^D

Cash on hand 9 September 30, 2003
o Contributions from Individuals
o Contributions from other Political Committees
O QanHMotf* I -AgnS

o QfRnts to OpffraHug Bxpendinim
o OtherReceipta
Total Receipts
^\ m mAffiBTflHsV t^VV^Mn^Hnn^Pl9z

o Repayment of Candidate Loans
Total IMsbuvsttnenta
Cash on hand 9 December 31, 2004

IfilllHPJ

$0
690.524
37.433
30.000
3,785
9.266

$771.008
740.056
30,000

$770̂ 156
$952
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Findings and Recommendations
Finding 1. MiMUtement of Pinanoial Activity
A comparison of RMCC's repotted financial activity to bank records revealed a
im^stateniem of cash c« hand, recdpts, and disbw In response to a

qr recommendation in the Interim Audit Report, RMCC filed amended reports that cotrected
^ the misstatemcnts. (For more detail, see p. 4)
*r
*z Finding 2. Receipt of U>ans that Exceed Limits
& The Candidate made two loans to RMCC totaling $30,000 with fiinds provided by his
£! parents. As insult, the Candidate's parenu made excessive contributions to RMCC
q,. totaling $28,000. The Audit staff recommended that RMCC provide documentation
0 demonstrating that the loani were not made with funds from the Candidate's parents.
O Absent such evidence, it was recommeiidedRMCX amend its reports to comedy
•H disclose the source of these loam. In response, RMCC maintained the funds loaned to

RMCC were the Candidate's personal funds. (For more detail, see p. 6)

Findings. Disclosure of Disbursements
Results of a sample review of operating expenditures jfr*""»H on Schedules B indicated
that RMCC did not provide adequate disclosure information, such as purpose, for 61% of
the items reviewed. Similarly, a review of reimbursements made ID the Candidate and
campaign manager resulted in the identification of disbursements totaling $331,265
reported with inconect disclosure infonnation or an unacceptable purpose. ID addition,
the Audit staffs review of reimbursements to individuals identified expenses totaling
$50332 that should have been itemized on Schedules B as memo entries disclosing the
names of the original vendors. In xesporise to a rec<Hmii6ndation in the Interim Audit
Report, RMCC filed amended reports correctly disclosing the required information.
(For more detail, see p. 9)

Finding 4. Disclosure of Contributions
Results of a sample review of contributions received from individuals indicated that
RMCC did not accurately disclose the election cycle to date total for 14% of the
contributions reviewed. In addition, RMCC did not properly disclose the receipt of
earmarked contributions totaling $28,406. In response to a recommendation in the
Interim Audit Report, RMCC filed amended reports correctly disclosing the required
information. (For more detail, see p. 10)

Findings. Failure to File 48-Hour Notices
The Audit staff identified 13 omtnTxJticw totaling $31,750 for which RMCC did not file
48-hour notices. Li response to the Interim Audit Report, RMCC acknowledged that it
may have failed to completely report all the 48-hour notices. (For more detail, see p. 12)

ATTACHMENT
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Part IV
Findings and Recommendations

| Finding 1. MiMUtement of Financial Activity

A companion of RMCC's reported financial activity to bank records revealed a
misstatement of caih on hand, receipt!, and disbursements in 2004. In response to a
recommendation in the Interim Audit Report, RMCC filed amended icpoits that coirected
the misstatements.

of Reporta. Each report must disclose:
• Trie amoum of (^sh on hand at the beginning and end of the reporting rieriod;
• The total amount of receipts tor the reporting period and for the election cycle; and
• The total amount of disbursements for the reporting period and for the election cycle
• Certain transactions that require itemization on Schedule A or Schedule B. 2U.S.C.

H34(bXl), (2). PM4). and (5).

The Audit staff reconciled the reported activity to the bank i^ords and determined there
was a misstatement of ending cash on hand, receipts, and disbursements in 2004. The
following charts detail the discrepancies between the totals on RMCC's disclosure
reports and bank records for 2004.

2004 Activity

Opening Cash Balance
Receipts

Disbursements

Ending Cash Balance

$9.130
$614/480

$666,739

$-44,289*

$9.130
$744,819

$752,997

$952

$0
$130,339

UnrinitHfnd
$86,258

Understated
$-45,241

Understated

1 Bi^oowportedactivttyafoftwikiiodficationonA|jrii 25.2005.
4 ThiifitmedoMootfaotdiMtoadiJCMpancyofSl.ieo

General! idtkebegii OB the Year End Report.

AT7AG



Receipta-2004
The undentatement of receipts wu the net result of the following:

• Receipts Not Reported
a. Contributions from individuals + $89,790
b. Loan from Csnriidatn (see Finding 2) + 15.000
c. Contributions from political committeei + 8,760
d. Eannaiked contributions (net) + 4,194
e. Offsets to openting expenditures + 3,785
f. In-kind contributions + 1,094

U • Uneiplained difference + 7,716
*r
«r Net Understatement $ 130.339to ——
£ Disbursements-2004
J* Hie undentatement of disbursements was the net result of the following:

Q • Disbunements Not Reported
HI a. Repayment of Candidate loan (see Finding 2) + $30.000

b. Openting expenditures + 13,305
c. Consulting services + 13,100
d. Phone bank expenses • + 10300
e. Mediaexpenaes + 7,262
f. Bank charges + 6,916
g. Rffi"^b|irfftpmti + 4332
h. Fundnising expenses •»• 2,653
i. Purchase of campaign materials + 2,618
j. In-kind contribudons + 1,094
k. Contributions to political committees + 1,050

• Diabunementa Over Reported
a. Disbunements reported twice - 4,750
b. Disbursements reported with wrong amounts (net) - 1,228
c. Disbunements reported and later voided with no - 500

adju

105

NetUndersUtemeiit S $86^58

Ending Caah Balance-2004
The reporting discrepancies identified above also resulted in the misstatement of the
reported cash balance throughout 2004. On December 31,2004, the cash balance waa
understated by $45,241.



During audit fieldwork, die Audit itaff infonned the Candidate of the misstated activity
noted above. In response, the Candidate staled problems with its campaign software may
have caused Mine of the reporting errors. At the exit conference, the Audit staff provided
the Candidate with t tchodiilft of the repotting discrepancies. Hie Candidate indicated
that amended reports would be filed to correct the misstatements.

Interim Audit Report a*^*MM**T**B^Hffn and Committee Beeponee
The Audit staff recommended that RMCC amend its repoits to conect the misstatements
noted above. It was also lecommended that RMCC amend its moat recently filed report
to correct die cash on hand balance and include a notation mat the change is duff to audit
adjustments in 2004. In response, RMCC filed amended reports that corrected me

cj I Fludlntf 2* Receipt of TI^MIPT thavt Burcccd ^^Tltit
0)

Tlie Candidate made two loans to RMCC totaling $30,000 with ftinds provided by his
parents. As a result, the Candidate's parents made excessive contributions to RMCC
totaling $28.000. The Audit staff recommended that RMCC provide documentation
demonstrating that the loans were not made with funds from the Candidate's parents.
Absent such evidence, it was recommended RMCC amend its repoits to correctly
disclose the source of these loans. In response, RMCC maintained the funds loaned to
RMCC were the Candidate's personal ftinds.

A. Antfaortoed Committee Umto. An authorized committee may not receive more
than a total of $2,000 per election from any one person or $5,000 per election fiom a
multicandidate political committee. 2 U.S.C. J441a(aXlXA), (2KA) and (f); 11 CFR
§*110.1(a) and (b) and 110.9(a).

B. Contribution Defined. A gift, subscription, loan (except when made in accordance
with 11 CFR §̂ 100.72 and 100.73), advance, or deposit of money or anything of value
made by any person for the purpose of influencing any election for Federal office is a
contribution. The term loon includes a guarantee, endorsement, and any other form of
security. A loan is a contribution at the time it is made and is a contribution to the extent
that it remains unpaid. The aggregate amoum loaned to a candid^ or committee by a
contributor, when added to other contributions from that individual to that candidate or
committee, shall not exceed die contribution limitations set forth at 11 CFR part 110. A
loan, to the extent it is repaid, is no longer a contribution. 11 CFR$100.52(a).

C Expenditures by Candidates. Candidates for Federal office may make unlimited
expenditures from personal funds. 11 CFR fil 10.10(a)

D. Defmltlon of Personal Funds. Personal funds cf the candidate means the sum of all
of the following:

luii'JT... J.



(a) Assets. Amounts derived from my met that, under applicable State law, at the
time the individual became a candidate, die candidate had legal right of access to or
control over, and widi respect to which the candidate had legal and rightful title or an
equitable ii

(b) Income. Income received during the current election cycle, as defined in 11CFR
«400.2. of the candidate, including:

(1) A salary and other earned income that the candidate earns from bona fide
employment;

(2) Income from the candidate's stocks or other investments;
(3) Bequests to the candidate;

|? (4) Income from busts established before the beginning of the election cycle as
JJ defined in 11 CFR §400.2;
<3r (S) Income from tnuts established by bequest after the beginning of the election
tO cycle of which the candidate is the beneficiary;
™ (6) Gifts of a personal nature that had been customarily received by the candidate
JJ prior to the beginning of the election cycle, as defined in 11 CFR §400.2; and
o (7) Proceeds from lotteries and similar legal games of chance. 11 CFR §10033
O
HI E. Contents of Reports. Each zepoct must disclose for the reporting period and for the

election cycle, the total amount of loans made by or guaranteed by the candidate and the
identification of each person who makes, endorses or guarantees a loan to the committee.
2 U.S.C. §434(bX2XO) and (3XE).

The Candidate made two loans to RMCC totaling $30,000 with funds provided by his
parents. As a result, the Candidate's parents made excessive contributions to RMCC
totaling $28,000.J

On October 8,2004, $100,000 was wired from an investment account of the Candidate's
parents to an account in the name of the Candidate's father and aunt On October 13,
2004, these funds were wired from this account to a business account of the Candidate.
On October 29,2004 and November 1,2004, withdrawals of $ 15,000 were made from
the Candidate's biisras account and deposited m On November 16,
2004, RMCC repaid the Candidate $30,000 sjod on November 18,2004 the Candidate
repaid his father $100,000. For these transactions, RMCC reported only a loan from the
Candidate of $15,000 and did not report the repayments to die Candidate (see Finding 1).
It was also determined mat a portion of the ̂ ,000 loaned by the Candidate was used to
correct a shortfall in the RMCC account during a brief period prior to the general
election.

Tta exccnivc contribution moot oqnib the amowrt of the cofttribntiro ($30,000) lets the total
available UmUfer each pnett towvtta the sca^ At the time the loan wu nude to
RMCC,, the ̂ nrlHf *tg*i mother *ftf cmaritHrtri S2JPOO far the gt"*ral election and ihe rintUdflf't
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The Candidate maintain! that the funds loaned to RMCC were nil penonal funds.6

However, it appean the funds in the Candidate's business account were necessary to pay
other obligations of the business and, therefore, were not available to be loaned to
RMCC. In fact, without the fluids from the Candidate's parents, the Candidate's busii
account would have been overdrawn when the second $15,000 loan was made to RMCC.
Furthermore, the Candidate's business account was overdrawn shortly after the
Candidate's father was repaid which indicates the funds in this account were committed
for other expenses.

At the exit conference, the Audit staff provided the Candidate with its calculation of
excessive contribution amounts resulting from the loans and explained the reporting

The Interim Audit Report concluded that based on an analysis of the bank account
records provided by RMCC, the Candidate appears not to hive had sufficient unobligated
funds to make the $30,000 loan to RMCC and, therefore, the funds received from his
parents appear to be the source of the loan. It was recommended that should RMCC wish
to challenge this conclusion, it should submit documentation to show that the Candidate
did have sufficient unobligated funds. Such evidence was to include:

• Records to establish that the Candidate had suffident personal funds, excluding
the funds received from his parents, to make the loan to RMCC while still
satisfying his non^m^gnobtigsikxis. Such information could include records
from the Candidate's business which could establish what, if any. types of
business expenses were paid from other accounts and other available personal or
business funds; and,

• Records that demonstrate the Candidate's legal right of access to or control over
funds in the business account(i).

Absent such evidence, it was lecommended that RMCC aineixi its reports (Schedules C)
to correctly disclose the source of funds for these loans.

In response, RMCC maintained that the funds loaned to RMCC were the Candidate's
personal funds and was composed of the $19,602 fSram th« Candidate's busmets account
and $10,398 from a business loan to the OnxUdate from his father. RMCC stated that the
f>PHVH»'i fprimr had prftvimnly mmte Inarm to hi« aan and that tiiia loan U/M «n inters*

bearing short term loan for the purpose of paying business expenses pending the receipt
of outstanding accounts receivable. No documentation in support of any of these
statements was submitted, nor was any information provided about other available
personal funds or the Candidate's legal right of access to funds in. the business account.

* Prior to the depotil of Hindi from the ptoentt, the Ctndto

— of



I Finding 3. Di«clMiireofDmnirieiiieiit»

Results of a sample review of operating expenditures itemized on Schedules B indicated
that RMCC did not provide adequate disclosure infoniiation, such u purpose, for 61% of
the items reviewed. Similarly, a review of reimbursements made to the Candidate and
campaign manager resulted in the identification of disbursements totaling $331,265
reported with incorrect disclosure information or an unacceptable purpose. In addition,
the Audit staffs review of reimbursements to individuals identified expenses totaling
$50^32 that should have been itemized on Schedules B as memo entries disclosing the

Q names of the original vendors. In response to a recommendation in the Interim Audit
<x> Report, RMCC filed amended repoxH correctly disclosing the required information.
«r
*y
t£> Legal Standard
™ A. Reporttng Operating Ezpenoitiires. When operating expenditures to the same
vy person exceed $200 in an election cycle, the committee must report the:
O • Amount;
O • Dans when the expenditures were made;
*""' • Name and address of the payee, and

• Purpose (a brief description of why the disbursement was made—see below). 11
CFR5104.3(bX4)(i).

Adequate Descriptions. Examples of adequate descriptions of "purpose" include
the following: dinner expenses, media, salary, polling, travel, party fees, phone
banks, travel expenses, travel expense reimbursement, catering costs, loan
repayment, or contribution refund. 1 1 CFR f 104 .3(b)(4)(iXA).

Inadequate Descriptions. The following descriptions do not meet the requirement
for reporting "purpose**: advance, Election Day expenses, other expenses,
expense reimbursement, miscellaneous, outside services, get-out-the-vote, and
voter registration. HCFR5104.3(bX4Xi)(A).

A sample review of operating expenditures resulted in a 61% error rate for disclosure
information, The errors consisted mostly of reporting no purposes or an unacceptable
purpose (such as consultant or campaign consultant) on Schedules B. Similarly, a review
of media expenditures and reimbursements to the candidate and campaign manager
resulted in the identification of disbursements totaling $331,265 with inadequate
disclosure information. In most cases, the reporting of these disbursements also lacked a
purpose or an acceptable purpose. In each review, it was determined mat a person not
associated with RMCC would not easily discern why the disbursement was made when
reading the name of the recipient and the purpose on Schedules B .
7 P*yee men* the penoa who provide!

-̂ -.̂
. / S.
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Aa put of the review of reimbursements to individuals, the Audit staff also identified
expenses totaling $50,832 that should have been itemized on Schedules B as memo
entries disclosing the names of the original vendors. As stated eariier, the scope of this
review was limited due to the lack of available receipts or invoices from the original
vendors to document the reimbursement. (See limitations on page 1.)

The Audit staff discussed the matter with the Candioite at the exit conference and he
staled that ••iMiiiiM Schedules B would be filed to adequately disclose the purpose of the
disbursements and to include the required memo entries for reimbursements.

Interim Audit Report Racmninftiidatlon and Committee Reaponae
into

qr reports correctly disclosing the required information.
CO

I Findintf 4. DiaxslMim of duntrflyntiftH

O
O Pxsults of a sanaile review of contributions ie^
-*1 RMGC did not accurately disclose the election cycle to date total for 14% of the

contributions reviewed. In addition, RMCC did not properly disclose the receipt of
earmarked contributions totaling $28,406. In response to a recommendation in the
Interim Audit Report, RMCC filed amended reports correctly disclosing the required

Legal Standard
A. Ttojfa»Ji+ii PaqiitaM fnr finataFJIuitlnM fi-mi TmihiMn«l« An authorized

candidate committee must itemize any contribution from an individual if it exceeds $200
per election cycle, either by itself or when combined wim other <x)ntributions from the

i contributor. 2 U.S.C. §434(b)(3XA).

B. Election Cyck. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11CFR
5100.3(b).

C. RequfatdlnforBiatloofto For each itemized
contribution from an individual, the committr* must provide the following information:

The contributor's fun name and address (including zip code);
The contributor's occupation and the name of his or her employer.
The date of receipt (the date the corninittnr, received the contribution);
The amount of the contribution; and
The election cycle-to-date total of all contributions from the same individual. 11
CFR §§100.12 and 104 -3(a)(4) and 2 U.S.C §434(b)(3XA).

D. Definition of a Conduiti Any person who receives and forwards an earmarked
contribution to a candidate or candidate's authorized committee. 11 CFR § 110.6(bX2).

"."Tii I.—»Vi*1 A hMBMMIMpN
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E. Definition of an MrnmrkedcontributtoiL A contribution that the contributor
directs (either ondly or in writing) to a clearly identified candidate or authorized
committee through an intermediary or conduit 11 CFR $110.6(bXl).

F. Required InforaiitlMite
Conduit For each itemized contribution from an individual forwarded by a conduit, the
recipient committee must report the following reformation:

The contributor's full name and address (including zip code);
The contributor*! occupation and the name of hit or her employer,
The dale of receipt (the date the conduit received the contribution);
The amount of the contribution;
The election cycle-to-dale total of all contributions from the same individual;
The full nOTie fttv^ mMross of the conduit! and
The date and total amount of earmarked contribiakms received from the conduit
11 CFR U100.12. 104.3{aX4), 110.6(c)and2U.S.C. *434(b)(3XA).

Facto and Analysi*
Results from a sample review of contributions received from individuals indicated that
RMCC did not accurately disclose the election cycle to date total for 14% of the
contributions reviewed. These errors may have occurred because RMCC did not enter
every contribution into its campaign finance software (FECfite). Instead, contributions of
small denominations were often grouped together and iteniized on Schedules A (Itemized
Receipts) as "Small Internet Donations'* or "Some Small Anonymous." During the audit
period, receipts itemized in this manner totaled $173,177. Also, according to the
Candidate. PMry* ^ up* maintain • efHtnfl **qfslMi** qf nil QflftrUHrt'nBif- Instead,
RMCC maintained a database of credit card contributions and separate database for
contributions made by check. For these reasons, RMCC did not accurately calculate or
disclose the election cycle to date total for many contributors.

The Audit staff alto ihrtfti'minffj that canp^rlEfff contributions from individuals totaling
$28,406 received via a political committee (ACTBLUB) were not property disclosed on
Schedules A. During the audit period, RMCC received $29,652 in transfers from
ACTBIAJBfweanxiarkedcoiunbiitioM Although RMCC included
these earmarked contributions in repeated figures for Lmellau(Uratemized
Contributions from Individuals), RMCC did not disclose the name of the conduit, or the
^nff and amount of the conduit's transfers as memo entries.

At the exit conference, RMCC was informed of the inaccurate election cycle to date
totals and incorrect disclosure of earmarked contributions. The Candidate stated that
amended reports would be filed to correct Schedules A.

Ttoamoiim does iiot include $6^5 tocbeckiî
RMCC Bwailater<tolenmiiedthalbt*hu«orisiMlajd
Cflvajtan stkAAA flMviei^beM î BM^MaMii ABMMewfcriMfl fwafvfiltsiffUMiai fbsMM. IvifKvfflMSilsi s4iM AiwHs) asfflfF tfkis^Miftlswl fffistf

eoniiibaiioB limits were aot excoeded by ACTBLUE; ho wever.beouiietbe amount has not been repaid
by RMOC it should be diidowd as IB ottataiidiiig debt OT Schedule* D.

is,
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O
O

Interim Aodtt Report Recommend
In responie to a recommendation in the Interim Audit Report, RMCC filed
reports correctly diacloring the required infbimation.

| Findings. Failure to File 48-Hour Notices

The Audit staff identified 13 contribution* totaling $31,750 for which RMCXI did not file
48-hour noticea. In response to the Interim Audit Report, RMCC acknowledged that it
may have failed to completely report all the 48-hour notices..

Last-Mbrate Contribotions (48-How Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but not more
than 48 hours before any election in which the candidate is running. This rule appties to
all types of contributions to any authorized committee of the candidate, including:

• Contributions from the candidate;
• Loans from the candidate and other non-bank sources; and
• Endorsements or guarantees of loaiis from the bai^

^nPsnltfBlA^Bl eMB)ev ^nVflSiSBI^BVnvflsnl

The Audit staff reviewed those contributions of $1,000 or more that were received during
the 48-hour notice filing period for the primary and general elections. RMCC failed to
file 48-houiB notices for 13 contributions totaling $31,750. These contributions are

Contribution Type
Loan from the Candidate*
OM.A .̂lu.ttjL... *-- -- l**MmAA**mlmvjontnDUuons trom muividuais
^^^k^^^^^KB^^A.A^KM 4^^M^^K ^^^KlAAj^M^l ^M^tffe^^^^MAA^k^M

\>ODla^I7UIllIlBo IMuUn nilllllVMI * rnrllllllllHiTVu

Total 48-Hour Notices not filed

PrinuuT

$5.750

$5,750

General
$15,000
$10.000
i
1

i 1,000
2&000"^^^FJ^F^F^F

Total
$15.000
$15.750
$ 1,000
$31,750

At the exit conference, the Audit staff informed the Candidate of the failure to file 48-
hour notices. The Candidate provided no explanation for not filing these notices.

The Audit staff recommended that RMCC provide evidence that 48-hour notices were
filed timely foe those contributions mentioned above or prcAdde any comments it has
regarding this matter. mieiponiefRM(X: acknowledged that it may have failed to
fnmplfftBly nsport all the 48-hour notices ffld noted fliat appro|tifl><>t|ff^y hrff of the
without 48-hour notices was attributable to a loan from the candidate. RMCC stated the
Commission's regulations requiring the filing of 48-hour notices for such loans are
unclear.

Thta loan from tho {jiitiM*** u ilw incliidod in Hnding 1 nd Finding 2.
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